Ethanol Activity in Mississippi

The year 2003 has brought a tremendous amountieitai the State of Mississippi
related to ethanol production, legislation and aeste. Mississippi has been very
proactive in passing legislation to jump start atfigproduction in the state and as result
has seen two companies formally announce plansild torn-based ethanol plants
across the state. Additionally there are sevexsgarch and prototype projects at various
stages of completion that are utilizing the Stasddandant biomass resources to produce
ethanol.

Commercial Activity

Southern Ethanol Company, LLC

Southern Ethanol Company, LLC was the first compamgnnounce that they had
selected sites in Amory and Vicksburg, Mississipptonstruct two ethanol plants. Each
plant will have a minimum capacity of 30 millionlgas per year. Construction is
expected to begin in early 2004 and be completealidy2005. According to the
investors, each plant will have the capacity tostone about 12 million bushels of corn
per year, which translates to about 30,000 busifelern per day. A sizeable portion of
the corn used could be locally grown, potentialiyp$ting the farmers’ revenues.
Southern Ethanol is also considering a site in @ridle for a third ethanol plant and is in
the process of facilitating farmer co-op’s in ortlestreamline the corn supply.

EOH Energy LLC

EOH Energy LLC announced plans in early April 2@@2onstruct a corn-based ethanol
plant in Greenville that will produce more thanmblion gallons of ethanol per year.
The expected investment in the plant is $58 milkod it is set to open in the fall of
2004. EOH Energy is working with one of the magthranol plant design and
construction companies in the US to build this plan

State Ethanol Feasibility

The Mississippi Ethanol Feasibility Study was rekxhat the beginning of this year as
well. Sparks Companies Inc. and Mississippi Sthteversity prepared this study for the
Mississippi Technology Alliance — Mississippi Altettive Energy Enterprise. The
purpose of this study was to analyze the potefdigbroducing ethanol via dry corn
milling technology in the state. According to tkisidy, sites in the Lower Delta and the
Southwest regions of the state are better suited dther areas for locating ethanol
plants. Issues such as a deficiency of corn sugpdyadequate storage capacity,
however, also need to be addressed.

Additionally an investor group is actively pursuiagizeable ethanol project in the
Greenwood area. The group is working to arrangengeded project financing and the
required permits from the Mississippi DepartmenEn¥ironmental Quality (MDEQ).



L egislative Activity/I ncentives

The House Bill 1130, which was passed by the lagist in 2002, is considered to be
one of the strongest pieces of legislation in thgom in support of ethanol. The bill
authorized a producer’s payment of 20 cents péomalf ethanol produced up to a
maximum of 6 million dollars per fiscal year, péamt. These payments my last up to 10
years from the start of production and are sekpire in 2015.

House Bill 1596 in 2003 regular session authoribedMississippi Land, Water and
Timber Resources Board to set aside $1,000,00éopurpose of providing funds to the
Mississippi Department of Agriculture and Commeiareuse in making payments to
ethanol producers under Section 69-51-5 duringstage Fiscal Year 2003 — 2004.

The House Bill 928, as sent to the Governor in20@3 Regular Session, amended
House Bill 1130 to go a step further and includnailar producer payment for Biodiesel
as well. Issues pertaining to method of calcutafar the biodiesel payments require
additional clarification under the current languadéhe bill. The web link for HB 928 is
included below.

http://billstatus.ls.state.ms.us/2003/html/histbig/HB0928.htm

The following is an excerpt from the House Bill 928 proposed by Representatives
Whittington, Coleman (29th), Espy, Fleming, HendersHolloway, Huddleston, Mayo,
Middleton, Perkins, Reynolds, Straughter, Thomad, lowell.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE O&E3M$SIPPI:
SECTION 1. Section 69-51-5, Mississippi Code of 1972, israted as follows:

69-51-5. (1) The Commissioner of Agriculture and Commescauithorized to make
cash payments to producers of ethanol, anhydrocshal, bio-diesebnd wet alcohol
located in the state. These payments shall apgiyto ethanol, bio-diesednhydrous
alcohol and wet alcohol fermented and producedatts in the state. For purposes of
this section, an entity that holds a controllingerest in more than one (1) ethanol plant
is considered a single producer. The amount opengnent for each producer's annual
production is:

(a) Except as provided in subsectionofZzhis section, for each gallon of ethanol
or anhydrous alcohol produced in Mississippi in @@tance with subsection (13) of this
sectionon or before June 30, 2005, or for ten (10) yestsr the start of production,
whichever is later, Twenty Cents (20¢) per galland

(b) For each gallon of wet alcohol pr@eéd in Mississippi in accordance with
subsection (13) of this sectiom or before June 30, 2005, or for ten (10) yesdtsr the
start of production, whichever is later, a paymentents per gallon calculated by the
formula "alcohol purity in percent divided by fi¢®)," and rounded to the nearest cent
per gallon, but not less than Eleven Cents (11¢)gadon.




The producer payments for anhydrous alcohdlaat alcohol under this section may
be paid to the original producer.

No payments shall be made for production tiwaurs after June 30, 2015.

Resear ch and Pilot Scale Activity

Virtually all of the research and pilot scale aityivn this area is dedicated to producing
ethanol from waste biomass. Ethanol is widely @mred to be the energetic bio-based
fuel (and additive) that is most promising and mtical industrial importance.
Mississippi is a state rich in biomass that isegittultivated or produced as a waste
product from agricultural or manufacturing soursash as corn stalks, rice hulls and
wood waste. The state has a potential to prodmeesa 13 million tons of biomass each
year from dedicated acreage and salvaged agriautesidues, cotton gin and forest
byproducts, chicken litter and other agricultunadgucts.

Numerous techniques for producing ethanol from laissnappear promising, with the
most promising being at the developmental stageenEhough most of these techniques
are technically viable, the economic feasibilitytliése techniques is still being refined to
lower production costs and long-term process stgbil

Mississippi University Research Consortium for thdization of Biomass

The US Department of Energy (DOE) has taken a gtrlmadership role in the
development of ethanol from biomass. About tworgesgo, under the DOE’s EPSCoR
program (Experimental Program to Stimulate CompetiResearch) a group of four
Mississippi universities (Mississippi State Univgrs Jackson State University,
University of Southern Mississippi, and Universadf Mississippi) received funding to
form the “Mississippi University Research Consartidor the Utilization of Biomass”.
A total of $3, 600,000 has been allocated by DO&the member universities to support
this exciting 3 year venture ($1,800,000 comingnfr®OE with the balance being
provided by the four universities). The objectofethis research consortium is to direct
the research and development capabilities of tle fiesember universities toward the
beneficial utilization of Mississippi’'s untapped st@ biomass reserves, while potentially
developing new and innovative uses of cultured €@ forests grown in Mississippi.
Given the extent of DOE and State support and theliness of this endeavor,
Mississippi is poised to be a technological leadehis very promising area.

Pearson Bioenergy Inc., Aberdeen, MS

This company is involved in pioneering work in ni@nmentation based waste biomass
to ethanol technology. A 400 pound per hour plant is expected to be in operation by
November 2003 and a three million gallon per yeatgiype plant is expected to open in
June 2004. The pilot plant will have the capapiiit evaluate the conversion of various
biomass feedstocks into ethanol using their teadgol




Mississippi Ethanol, LLC, Winona, MS

This Winona based company is using an innovatiggigation process to accomplish
the conversion of biomass into ethanol for use gasaline additive. This project is
getting technical assistance from MSU engineerauglty and staff of the university’s
Diagnostic Instrumentation and Analysis Laboratofyglditional support has been
provided by the U.S. Department of Energy (DOE) amambers of Mississippi’s
congressional delegation for the Montgomery Coyonbyect.

Biomax Gasifier

Mississippi State University is home to one of osily of such gasification units in the
world. The object is to efficiently convert varobiomass materials into gases, and
subsequently into energy-related and value-addethials such as ethanol and acetate.
The machine, which arrived on campus in August 2@0Built by Community Power
Corporation of Littleton, Colorado. This is a jonesearch project between MSU and
Oklahoma State University and the professors amking under a two-year-old U.S.
Department of Agriculture grant that evenly divigdsut $1 million a year between the
two schools. Researchers at both institutiongaperimenting with grasses and residues
from various crop processes such as cotton ginewese husks and chicken litter.
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